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The Missouri Department of Insurance publishes the following reports. These reports are available by 
sending a written request along with $35 to: Missouri Department of Insurance 


10. 


11. 


P.O. Box 690 
Jefferson City, MO 65102-0690 


Missouri Complaint Index Report 
summary information: http://www. insurance.mo.gov/reports/complaint/index.htm 


Missouri Department of Insurance Annual Report 
summary information: http://www. insurance.mo.gov/aboutMDI/annual_report.htm 


Missouri Life, Accident & Health Supplement Data 
summary information: http://www. insurance.mo.gov/reports/suppdata.htm 


Missouri Market Share Report 
summary information: http://www. insurance.mo.gov/reports/mktshr.htm 


Missouri Medical Malpractice (Closed Claim) Report 
summary information: http://www. insurance.mo.gov/reports/medmal/index.htm 


Missouri Product Liability (Closed Claim) Report 
summary information: http://www. insurance.mo.gov/reports/prodliab/index.htm 


Missouri Property & Casualty Supplement Report 
summary information: http://www.insurance.mo.gov/reports/suppdata.htm 


Missouri Real Estate Malpractice (Closed Claim) Report 
summary information: http://www. insurance.mo.gov/reports/remal/index.htm 


Mortgage Guaranty Report 
summary information: http://www. insurance.mo.gov/reports/mortguar/index.htm 


Private Passenger Automobile Report 
summary information _ http://www. insurance.mo.gov/reports/ppauto.pdf 


Missouri Health Maintenance Organization Report 
summary information: http://www. insurance.mo.gov/reports/hmo/index.htm 


Databases: For more information: _ http://www. insurance.mo.gov/reports/index.htm#aggdata 


l. Medicare Supplement Experience Data 
Z. Commercial Liability Experience Data 
3. Missouri Zip Code Insurance Data for: 


> Homeowners/Dwelling Fire, 
> Farmowners (dwelling only), 
> Mobile Home, 

> Earthquake, and 

> Private Passenger Automobile 


Some data is available to the public for a fee by special request only. For additional information, contact 
the Statistics Section at (573) 751-4126. 


DEFINITION OF TERMS 


Indemnity Paid: The sum of all payments made during the year for the benefit of insurance 
claimants, before reinsurance has been ceded and/or assumed. These payments include amounts paid 
in the current year for claims arising from coverage in prior years and exclude amounts which will be 
paid in future years for claims arising from the current year. Hence, this item is not a measure of the 
actual cost of current coverages, but only of current cash flows. 


Loss Adjustment Expenses: The cost involved in an insurance companies adjustment of losses 
under a policy. 


Direct Premiums Written: The dollar amount charged when a policyholder contracts for insurance 
coverage before reinsurance has been ceded and/or assumed. 


Direct Premiums Earned: The part of premium attributable to the coverage already provided ina 
given period before reinsurance has been ceded and/or assumed. 


Direct Losses Incurred: The sum of direct losses paid plus an estimate at the close of the year of 
the amounts to be paid in the future for all claims arising from the current and all prior years, minus 
the corresponding estimate made at the close of business for the preceding year. Incurred losses 
reported include estimated amounts unpaid for incurred-but-not-reported (IBNR) claims. 


Loss Ratio: The dollar amount of direct losses incurred divided by the dollar amount of premiums 
earned for the particular line of business being analyzed, expressed as a percentage. This is an 
accounting representation of the portion of each premium dollar which is needed to honor a 
company's promise to pay claims. 


LEGAL MALPRACTICE INSURANCE REPORT 
EXECUTIVE SUMMARY 


This report summarizes the legal malpractice insurance experience in Missouri from 1994 to 2003. 

The charts, graphs and tables in this report, which contain closed claim information, were constructed 
from data collected by the Missouri Department of Insurance as required by Section 383.077 RSMo. The 
premium and loss data, obtained from the Missouri Page 26 Supplement to the companies’ annual statements, 
are presented in the final section. 

In 2003 the loss ratio for legal malpractice insurance in Missouri was 29 percent, extremely low for 
casualty insurance and well below the 47 percent average of the past decade. For the 10-year period of claims 
closed', 697 (26 percent) were closed with payment. Claims closed in 2003 totaled 273, a 24 percent increase 
from the previous year, and 63 involved payments. The average payment was $105,729. 

The cost to an insurer for settling legal malpractice cases - the loss adjustment expense (legal fees, 
claims adjustment costs, etc.) - has fluctuated over the past 10 years. In 2003, the average loss adjustment 
expense for all claims closed with payment was of $41,428, compared to $27,609 the previous year. 

In producing this report, indemnities paid on closed claims have been categorized by claim 
characteristics. The number of closed claims, average paid claim and the total amount paid are included. The 


categories used for the indemnity analysis are: 


@ Area of law in which the insured was retained by the claimant. 

e Major activity in which the lawyer was engaged at the time the alleged error or omission 
occurred. 

® Alleged error or omission that was the most significant reason for making the 
claim. 

@ The legal disposition of the claim at the closing date. 

e The number of years the insured had been in practice at the time of the alleged error or 
omission. 

e The relationship of the insured to the claimant. 


‘Claims closed may have resulted from incidents in any previous period. 


By area of law, the largest share of claims closed in 2003 (77 of 273) was initiated by plaintiffs in 
personal injury and property damage cases. 

The largest proportion of all claims closed in 2003, as well as the 10 years, involved the commencement 
of the legal action or proceeding. Failure to know or ascertain deadlines correctly was the most common 
reason stated for filing a claim in 2003. That alleged error also generated the largest number of claims over 
the 10-year span — 436 — followed by planning or strategy error with 322 closed claims. Of all claims paid 
during 2003, 51 percent were settled before filing suit or demanding hearing on the alleged malpractice. 

In the last two sections of the indemnity analysis, years admitted to practice and insured/claimant 
relationship are also reported. The three spans of years admitted to practice are: under 4 years, 4 to 10 years 
and more than 10 years. The largest proportion of losses in 2003 — 94 percent — occurred among attorneys 
with more than 10 years in practice. The insured's relationship to the claimant is partitioned into four 
subclasses: free legal service, non-client, member of pre-paid legal plan and client other than free legal 
service or pre-paid legal plan. Most claims of 2003 — 94 percent — occurred in the category of client other 
than free legal service or member of pre-paid legal plan. 

Only seven companies reported writing legal malpractice insurance and submitted closed claim data in 
Missouri for 2003. The Bar Plan Mutual Insurance Company commanded at least 89 percent of the legal 
malpractice insurance market in this state. 

This report was compiled using information submitted by insurance companies. As a result, the 
accuracy of this report is dependent upon the correctness of each company’s data. Copies of this report will be 
made available in braille, large print, or on audio cassette upon request. Any questions regarding this report 
should be addressed to the Statistics Section, Missouri Department of Insurance, P.O. Box 690, Jefferson City, 


MO 65102-0690. 


The Missouri Department of Insurance 
is an Equal Opportunity Employer 


SECTION 


I 


Hl 


TABLE OF CONTENTS 


DESCRIPTION PAGE 
TEN Y BAR SUMMARY. eesiectectasectscescecsscevectardetrlsionsiaivenienstneeess aseraee 3 
INDEMNITY SUMMARY 

Area of Law: 10-Year and 2003 Summary ....................:::sccseeeeeeeeeeeeees 9 
Trends of the Top 10 Areas of Law... eessssssesseesseesesesssesesseeees 13 
Major Activity: 10-Year and 2003 Summary ...............cccceeceeeeeeeeeees 25 
Trends of the Top 10 Major Activity oc... cccccccceesseseeseseseeeeseeeees 29 
Alleged Errors or Omissions: 10-Year and 2003 Summary ............... 4] 
Trends of the Top 10 Alleged Errors or OmissioN3................cccceeeeeee 45 
Claim Disposition: 10-Year and 2003 Summary..................cccceessneeees 57 
Trends of the Top 9 Claim Dispositions................csssssccccccceeeeseessnnneeees 61 
Years Admitted to Practice: 10-Year and 2003 Summary ................. 73 
Trends of Years Admitted to Practice for 2003 ............ceessssseeceeeeeeteees 77 
Insured/Claimant Relationship: 10-Year and 2003 Summary............. 83 
Trends of Insured/Claimant Relationship for 2003 ..............c eee 87 


PREMIGM AND BOSS DADA sociccciistateteuenetierncstneseesatocabed daneatecs 91 


TEN YEAR 
SUMMARY 
(1994 - 2003) 





LEGAL MALPRACTICE EXPERIENCE 
TEN YEAR SUMMARY 
(1994 — 2003) 


















CLOSEDCLAIMS = = —~ NUMBER PERCENT TOTAL AVERAGE TOTALLOSS 


OF ~~. OF INDEMNITY INDEMNITY EXPENSES ~ pens 
_ CLAIMS CLAIMS” PAID ~— PAID) ———sw~éPACSID PAID 





















Ail Closed Claims 2,659 100.0% $71,115,959 $26,745 $27,679,959 


















Closed with Payment 697 26.2% $71,115,959 $102,032 $17,139,502 $24,590 




















Closed without Payment 1,962 73.8% $0 $0 











$10,540,457 
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DURING REVIEW PANEL 


AVERAGE PAID INDEMNITY & AVERAGE LOSS EXPENSE 
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TEN YEAR SUMMARY 
& 
2003 SUMMARY 
BY 
YEARS ADMITTED TO PRACTICE 


tL 


LEGAL MALPRACTICE INSURANCE 
INDEMNITY ANALYSIS 
FOR YEARS 1994 — 2003 


















| peo recurs ex Sune ~ AVERAGE "AVERAGE | 
YEARS ADMITTED TO PRACTICE . ALL NUMBER ___.....__ [NDEMNITY = PERCENTOF _ LOSS 
| | 7 ALL = NUMBER peRCcENTOF PAID TOTAL ERGENT OF EXPENSE 
oe CLOSED OF PAID PAIDCLAIMS PERPAID INDEMNITY ,OTAL = cor ait 
|  GLaims ctaims ‘Ye YEAis | ee esis INDEMNITY — due Spies 
CLAIMS CLAIMS ©" CLAM sts NITY CLOSED 



















OVER 10 YEARS 2,328 608 87.23% $101,148 $61,498,239 86.48% $11,023 
4 TO 10 YEARS 264 77 11.05% $107,840 $8,303,710 11.68% $7,011 
DER 4 YEARS 67 12 1.72% $109,501 $1,314,010 1.85% $2,510 
































697 100 .00% $71,115,959 100.00% $10,410 





TOTAL 2,659 $102,032 
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LEGAL MALPRACTICE INSURANCE 
INDEMNITY ANALYSIS 
CLAIMS CLOSED IN 2003 


| ce 3 AVERAGE: eee! a ane a SUM AVERAGE 

YEARS ADMITTED TO PRACTICE ALL NUMBER peacenr oF INDEMNITY copa, PERCENT OF oes : 

CLOSED oF PAID PERCEN Ugllede OTAL TOTAL. EXPENSE 

—Gtaims clams PAIDCLAIMS PER PAID” INDEMNITY “INDEMNITY ~ FOR ALL 

eee: CLAM ts” CLOSED > 

eae ae a CLAIMS _ 
OVER 10 YEARS 93.65% $72,410 ETE 64.14% 
4 TO 10 YEARS 6.35% $597,185 $2,388,740 35.86% 


0.00% $0 SO 0.00% 





100.003 $105,729 $6,660,907 100.003 


TRENDS 
OF 
YEARS ADMITTED TO PRACTICE 
FOR 2003 
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OVER 10 YEARS 
AVERAGE PAID INDEMNITY & AVERAGE LOSS EXPENSE 
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AVERAGE PAID INDEMNITY & AVERAGE LOSS EXPENSE 


@ CLOSED WITH PAYMENT 
O CLOSED WITHOUT PAYMENT 


MALL CLAIMS 
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UNDER 4 YEARS 
AVERAGE PAID INDEMNITY & AVERAGE LOSS EXPENSE 


m@ CLOSED WITH PAYMENT 
QO CLOSED WITHOUT PAYMENT 


MALL CLAIMS 
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TEN YEAR SUMMARY 
& 
2003 SUMMARY 
BY 
INSURED/CLAIMANT RELATIONSHIP 











LEGAL MALPRACTICE INSURANCE 
INDEMNITY ANALYSIS 

FOR YEARS 1994 — 2003 

| = ot gue 4 ae “AVERAGE = =~ ~—_ AVERAGE. 

INSURED’S RELATIONSHIP TOTHE = ALL NUMBER ,, , at ns PERCENT OF PENS 7 

CLAMANT "CLOSED OFPAID FAIDCLAIMS PERPAID INDEWNTTY TOTAL FOR ALL 

rn ahr | | CLAIMS” ; 





CLIENT OTHER THAN FREE LEGAL 
SERVICE OR PREPAID LEGAL PLAN 88.52% $102,381 $63,169,146 88.83% $10,311 


NON-CLIENT 10.76% $104,498 $7,837,314 11.02% $10,728 
FREE LEGAL SERVICE 0.57% $20,625 $82,500 0.12% $1,948 
MEMBER PRE-PAID LEGAL PLAN 0.14% $27,000 $27,000 0.04% $38,071 


2,659 697 100.00% $102,032 $71,115,959 100.00% $10,410 
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LEGAL MALPRACTICE INSURANCE 
INDEMNITY ANALYSIS 
CLAIMS CLOSED IN 2003 


AVERAGE 
INSURED’S RELATIONSHIP TO THE 


| a, oo. AVERAGE E 
ye as INDEMNITY 7 Loss 
CLAIMANT ALL NUMBER peecentor ‘PAID  —s TOTAL meme OF EXPENSE > 
_ CLOSED OF PAID” PAID CLAIMS PERPAID INDEMNITY TOTAL ~~ FOR ALL 
claims cLaims PAID CLA ie NDEMNITY INDEMNITY - 


CLOSED 


_ CLAIMS" 
CLIENT OTHER THAN FREE LEGAL 


SERVICE OR PREPAID LEGAL PLAN 


93.65% $109,832 $6,480,089 
INON-CLIENT 


97.29% 
6.35% $45,205 $180,818 


2.71% 





100 .00% $105,729 $6,660,907 100.00% 


TRENDS 
OF 
INSURED/CLAIMANT 
RELATIONSHIP 
FOR 2003 
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AVERAGE PAID INDEMNITY & AVERAGE LOSS EXPENSE 
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PREMIUM AND 
LOSS DATA 
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PAGE 26 SUPPLEMENT 
LEGAL MALPRACTICE EXPERIENCE 
WITH MARKET SHARE 


2003 EXPERIENCE 


NAIC 


| | | wees gos SP Market. : Written Earned 
“Code |) ee Share Premium = Premium 








Incurred Losses _Loss Ratic 








Loe] 
Oo 


29513 BAR PLAN MUTUAL INSURANCE CO THE .20% $11,647,096 $10,639,162 $1,617,322 15.20% 


20443 CONTINENTAL CASUALTY COMPANY 5.90% $770,865  -$550,959 $1,202,482 -218.25% 
16691 GREAT AMERICAN INSURANCE COMPANY 2.26% $294,900 $403,533 $96,692 23.96% 
24767 ST PAUL FIRE & MARINE INSURANCE CO 1.32% $172,797 $299,388 -$370,061 -123.61% 
29459 TWIN CITY FIRE INS CO 0.92% $120,300 $102,838 $74,990 72.92% 
42234 MINNESOTA LAWYERS MUTUAL INS COMPANY 0.37% $47,925 $33,871 $10,873 32.10% 
11150 ARCH INSURANCE COMPANY 0.37% $47,671 $23,892 $11,428 47.83% 
33723 GREAT AMERICAN SPIRIT INSURANCE COMPANY 0.00% SO SO -$1,439 N/2 
26344 GREAT AMERICAN ASSURANCE COMPANY 0.00% SO SO -$20, 946 | N/2 
22136 GREAT AMERICAN INS COMPANY OF NEW YORK 0.00% $0 -$35,003 -$80, 637 230.37% 
24902 SECURITY INSURANCE COMPANY OF HARTFORD -0.03% -$4,224 -$4,224 SO 0.00% 
10037 INTERLEX INSURANCE COMPANY -0.30% -$39,652 $759,243 $861,915 113.52% 

TOTAL 100.00% $13,057,678 $11,671,741 $3,402,619 29.15% 
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PAGE 26 SUPPLEMENT 
LEGAL MALPRACTICE EXPERIENCE 


TEN YEAR SUMMARY 


“Earned Premium —IncurredLosses -—_—_—_Loss Ratic 


Written Premium 


$16,489,175 $15,654,256 $15,863,938 
$15,119,433 $16,142,706 $11,619,877 
$13,807,557 $14,103,128 $7,300,262 
$14,580,412 $13,614,619 $8,059,195 
$12,554,951 $12,992,850 $14,448,916 
$12,175,030 $11,697,769 $13,354,679 
$11,026,795 $9,915,755 -~$18, 393,921 
$13,576,133 $14,770,445 $4,631,875 
$12,818,643 $11,830,869 $2,426,999 
$13,057,678 $11,671,741 $3,402,619 


10-Year Total $135,205,807 $132 ,394,138 $62,714,439 





PAGE 26 SUPPLEMENT 
LEGAL MALPRACTICE EXPERIENCE 


TEN YEAR LOSS RATIO SUMMARY 
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| 1995 | 1996 | 1987 1998 | = t999S | = 2000 | = 2001S | = 002 |= 2008 
101.34% 71.98% 51.76% 59.20% 111.21% 114.16% -185.50% 31.36% 20.51% 29.15% 
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